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KEY ECONOMIC INDICATORS 


All values in millions of US$ unless otherwise noted. 
Current exchange rate US$1.00 = Bds.$2.01 (Bds.$ floats with US$). 


1975 1976 1977 1978 


INCOME, PRODUCTION, EMPLOYMENT 


Estimated GDP, Current Prices 

Current Price GDP per Capita ($) 

GDP at constant (1976) Prices 

Average Weekly Industrial Wage ($) 

Index of Industrial Producti 
(1971 = 100+) 

Sugar Production (000 long tons) 


MONEY AND PRICES 


Money Supply 68 80 
Demand Deposits 39 50 
Public Debt Outstanding 167.4 186.1 
External Debt 27.5 44.6 
Internal Debt 139.7 141.5 
Government Expenditure (Current) 134.1 142 
Average Commercial Prime Rate (%) 9 8 8 
Retail Price Index (1965=100) 343.9 376.5 


BALANCE OF PAYMENTS AND TRADE 


Total Exports, including services (FOB) 
Exports to U.S. (FOB) 

Total Imports (CIF) 
Imports fram U.S. (CIF) 

Net Official Foreign Exchange Reserves 


TOURISM 


Total Visitors (non-cruise ship in 

000's 221.5 224.3 269.3 316.9 
U.S. Arrivals (non-cruise ship) 5.9 3S 70 85.5 
Tourism share of GDP 9.2 8.8 10.3 11.6 


Note: Above figures taken from Barbados Econamic Report 1978 and World 
Bank Econamic Memorandum on Barbados, March 31, 1978. 





SUMMARY 


Basic Data: 


Land Area: 166 square miles 

Population: 253,100 

Per Capita GDP: $1,806 

Unemployment: 15-25% (estimate) 

Major Export: Sugar and related products 

Annual Imports from U.S.:$88.7 million (food and other 
consumer products) 

Principal Industries: Tourism, sugar, light manufactures 
(assembly type operations) 


In spite of a 15 percent fall in sugar production, other 
sectors of the Barbadian economy which basically marked 
time in 1977 showed moderate growth in 1978. The tourist 
industry recorded the highest number of visitors in the 
island's history. The Government's tightening of credit 
and import restriction produced for the first time in a 
number of years, a surplus in the island's balance of 
payments. 


Barbados' history of political stability as well as the 
island's tradition of moderate government policies and 
favorable industrial relations, have made this country a 
most attractive location for export-oriented small 
scale assembly operations. 





CURRENT ECONOMIC SITUATION AND TRENDS 
General 


The Barbadian economy performed moderately well in 1978. 
Despite a 15 percent fall in the production of sugar, real 
output in 1978 was up by 3 percent over 1977. The major 
contributors to this increase were the manufacturing, whole- 
sale and retail, government and tourist sectors. Agriculture 
and fishing produced more in 1978, but because of sugar's 
$1.5 million decline, the sector as a whole produced less in 
value and contributed a smaller share of the GDP than in 1977. 
Because of the government's previous decision to tighten 
credit and restrict imports, for the first time in a number 
of years, a surplus was recorded in the island's balance of 
payments. 


Continuing its recovery, tourism in 1978 experienced a 17.7 
percent increase, marking a record number of visitors. Led 

by its export-oriented light industry sector, which concen- 
trates on electronic components, Barbados’ domestic exports 
increased sharply in 1978, an indication that the Government's 
efforts to assist local manufactures to penetrate foreign 
markets were meeting with some success. 


Agriculture 


At the start of the 1979 sugar cane harvest, the Barbados 
sugar industry, encouraged by good rainfall during the second 
half of 1978, harbored hopes of producing 130,000 long tons 
of sugar (a 31 percent increase over 1978 figures). The 
forecast proved too optimistic. The industry, plagued by 
root borer insect infestation and fires in the cane fields, 
produced 115,000 tons, not much more than the 101,000 tons © 
produced in 1978. 


Despite the best efforts of the industry, it is doubtful 

that Barbados will ever produce more than 140,000 long tons. 
Since the record crops of over 200,000 tons in the 1960's, 
12,500 acres less cane are being planted. Lower yearly rain- 
fall averages have also reduced the yield of the existing 
acreage. Labor shortages during cultivation and harvesting 
have led to the introduction of mechanical operations. 
Unfortunately, Barbados has experienced a number of problems 
as the result of mechanization, such as soil compaction and 
reduced density, all of which have reduced production. 
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The GDP value of non-sugar agriculture increased from US$ 
18.5 million in 1977 to US$19.7 million in 1978. Produc- 
tion of non-sugar crops did not, however, keep abreast of 
other sectors, consequently agriculture's share of the GDP 
dropped from 4.4 percent to 4.2 percent. The fishing indus- 
try in 1978 improved slightly, recording catches of 1.6 
million pounds up 272,000 pounds over 1977. In 1978 
Barbadian shrimp trawlers did not operate because of a mis- 
understanding with Brazilian Naval authorities over a 
prospective agreement to shrimp in Brazilian waters. 


As a result of improved marketing arrangements, milk and 
poultry production continuesto increase from the slump in 
1977 but still has not reached the peak of 1976. 


Industry 


The industrial sector showed improved activity in 1978. 

There was a 4.2 percent increase in the index of industrial 
production. As a result of new wells in 1978, crude oil 
production more than doubled over the 1977 figure, reaching 
273,548 barrels. Production for 1978 represented 26.4 percent 
of the island's consumption as compared with 11.6 percent in 
1977. 


Output in the manufacturing sector rose steadily due to export 


demand. New enterprises, engaged in the assembly of electronic 
components, increased production significantly,and the output 
of weaving apparel by enclave enterprises also benefitted from 
rising export demand. Those firms producing for the domestic 
and CARICOM market did not do as well because of import 
restrictions imposed by CARICOM partners as well as reduced 
domestic demands. Food processing and cigarette making 
record increases of five and twelve percent respectively. 
Production of chemicals increased by 8.4 percent and output 

of quarry products by 2.7 percent. Electricity and gas rose 
by 15.6 percent. 


Omitting quarrying, electricity,and gas, the manufacturing 
production shows an increase of 1.6 percent. Sub-sectors 

recording high growth rates were: electricity and gas 15.6 
percent, beverages and tobacco 12.1 percent, and chemicals 
9.2 percent. (In the case of chemicals this represents a 

recovery almost to the 1975 level after a decline of 18.5 

percent in 1977.) 


During 1978, twenty-one applications for approved enterprise 
status were approved by the Barbados Industrial Development 
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Corporation (BIDC), nine began operations during the year, 

as well as three others which in 1977 received approved 
status. These twelve firms contributed 307 jobs representing 
a total capital investment of US$1.55 million of which US$7 
million was from local sources. The new enterprises are 
primarily engaged in the production of electronic components. 


Tourism 


The tourist industry recorded 316,900 tourists in 1978. This 
represents an increase of 17.7 percent over 1977 figures of 
269,300 and 41.3 percent more than 1976. In addition there 
were 140.1 thousand cruise ship visitors, an increase of 35.9 
percent over 1977. The increase in tourism is the result of 

a number of favorable factors. There was relative stability 
in the international market, particularly in the United States, 
United Kingdom, Canada, and Europe and at the same time 
considerable reductions in the prices of air travel. Severe 
winter conditions in the areas mentioned above also created 
heavy demand for tropical vacations. The Barbados Board of 
Tourism intensified its marketing efforts, with one fundamen- 
tal objective being the diversification of the tourist market. 
Reflecting the success of that effort was the increase in 
visitors from Continental Europe and Venezuela, 27.5 percent 
and 8.7 percent respectively. Net earnings from tourism amounted 
to US$127.5 million. 


Balance of Payments 


The Balance of Payments improved significantly in 1978, 
recording a surplus of US$17.9 million as compared with 
deficits in 1977 and 1976. (With the exception of 1975 when 
record prices were obtained for sugar, no surplus has been 
recorded since 1971.) This excellent performance,in spite of 
reduced sugar receipts and increased imports, was due primarily 
to the increase in manufactured exports and high tourism earn- 
ings as well as the government's strategy of severe restric- 
tions on the importation of consumer durables. Foreign 
reserves increased by US$27.9 million, reaching a total of 
US$48.3 million at the end of the year. 


The net earnings from tourism and other services and transfer 
payments were insufficient to cover the merchandise trade 
deficit of US$212.40 million,which resulted in a current 
account deficit of US$43.3 million. Capital inflows did, how- 
ever, cover this deficit and resulted in the surplus recorded. 





Money, Banking and Finances 


The Barbados National Bank began operations on April 1, 1978, 
as a commercial bank, taking over the assets and liabilities 
of the Barbados Savings Bank and also absorbing the Sugar 
Industry Agricultural Bank, with the directive to assist in 
the economic and social development of the country and ensure 
a national presence in the commercial banking field. It also 
took over the assets of the Bank of America. At the end of 
1978 there were six commercial banks in Barbados with total 
liabilities of US$323.2 million. 


Barbados achieved a current account surplus in its fiscal 
year 1978-79 of US$16.6 million compared with a deficit of 
US$8 million in 1977-78. Taxes on rising incomes and profits 
provided most of the gains, current expenditures increased 
only moderately and capital expenditures showed a decline. 
Government produced public sector savings of approximately 
5.5 percent of GDP. The total current revenue figure was 
US$159 million or a 26 percent increase over 1977-78. 


Wages, Prices and Inflation 


The average wage increase for 1978 was 13.9 percent compared 
with 12.6 percent in 1976 and 15.2 percent in 1977. The 
retail index of prices in 1978 rose by 9.4 percent, compared 
with 8.3 percent in 1977 and 11.3 percent in 1976. The 
principal causes of inflation seem to be the rise in export 
prices of the island's main trading partners and the decline 
of the U.S. dollar to which the Barbados’ dollar is tied. 


Foreign Trade 


During 1978 total exports rose by 22.7 percent. Exports to 
CARICOM increased by 38 percent, and intra-regional exports 
rose by 24 percent. Exports to the United States increased 
by 9.1 percent, primarily as a result of the shipment of 

a smaller quantity of sugar. Exports to the United Kingdom, 
however, rose rather sharply, probably due to the fact that 
Sugar shipments to the European Economic Community (EEC) 
ports were diverted to avoid falling prices on the world 
market. The importation of consumer durables declined by 
15.1 percent because of the government's strategy of tight 
credit and severe import controls. 


Barbados’ deficit on visible trade in 1978 was US$184,678,500, 
or US$8.7 million less than in 1977. This represented an 
improvement over the situation in 1976 and 1977. Imports 





increased by 17.7 percent in 1978, reaching a figure of US$315.4 
million, but exports increased by 31.3 percent to a figure of 
US$130.6 million in comparison with US$96.5 million in 1977. 


The largest sectors for imports were machinery and transportation 
equipment and food. Respectively, they represented 20.3 percent 
and 19 percent of all imports. Of the total exports, US$38.0 
million or 29.1 percent were actually re-exports and US$92.7 
million were domestic exports. Sugar, which amounted to 33.8 
percent of total domestic exports in 1977, fell to 25.4 percent 
in 1978. Barbados' major trading partners were the United 
Kingdom, the United States and CARICOM, which together supplied 
61 percent of the island's imports and 62.1 percent of its 
exports. 


IMPLICATIONS FOR THE UNITED STATES 
Trade 


During the past two years, the U.S. has continued to increase 
its edge over the U.K., Barbados' former major supplier of 
imports. Although there remains no likelihood that U.S. sales 
will increase dramatically, they have increased to $88.6 million 
and can be expected to increase steadily. In spite of an ocean 
freight rate structure that enables products to be shipped at a 
lower cost from the U.K. than from the U.S. east coast ports, 
the shorter delivery time as well as air freight service have 
greatly increased movement towards U.S. imports. 


Relevant market information is available from the Department 
of Commerce and the stateside headquarters of the American banks 
operating here - Chase Manhattan and Citibank. 


Investment 


Barbados' long history of political stability, excellent 
transportation and communication links, and highly educated 
work-force, in addition to the government's continued acceptance 
of the market economy, help make the country the most attractive 
site in the region to selected U.S. and foreign investors. 
Recent trends indicate that even more emphasis will be placed on 
local participation and the recruitment of qualified Barbadians 
in lieu of expatriates wherever possible. Labor relations are 
relatively peaceful, but there is growing pressure for wage 
increases as well as a greater call for more unionization in 

the export industries. 
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